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ASSTBACf - ■ 

1 review is pressst^ii tsf Sichard free'»ac«s 
0»«r«dvjcatad iMric&a,* a bocic that proposes that the 0*s, has 
•nttfrttd as era Ie which the colle<ie de^a«i canaot be assu*«d to be a 
iA£« ay«&tt« to «cosic«ic success. Pocus hare is cc five of the book's 
mfmn sain conclasioss. rreesan's eKidfsce docusenti&g the aew 
depcess'ic ^or college- edoca ted. workers Is exdieiaed and hie eodeX of 
hov -the r s^e labor earlcet operates* asd vhf the asrk^t bec&sis 
depsressed the t970s is criticalljr-s\is«ariaed- the deeogr^hic 
cosseqo^&ces of the baby boos ccihort asd specalfktios oa vhf / cohor-c 
sixe ea? eatter for eftplotK«tot and vages i« disctissed;. a&d an 
ait«rfcat|.»e to rreeeaa's explaaatioa is offered. Helch's fiodifi-gs ^ria 
c^atrasted eith these of free*&o as ihef proiect the futere ecoBosic 
viabiXit? of colle<|e for these eateriag the labor aarket is the i , 
t9tOs. the second half of- the retien coac^trates on* Fr«eiasi« s 
•tide&ce oa hon the labor aarket chA^ges iapactild on blacks a&d 
voMfi. It is coacluded that the datli d*' aot reveal as oireredacated 
isericas but rather relate «id1ust»eBt;B to -largeif entering cohorts. 
Sapisortia a- statistics are cited aad'a bibliography is included, ■ 
|PHBI V * . < . 



e ^ Seprodactio&s supplied bf EfiSS.are the best that can be «&de * 
m tTom the origii^al docttse&t. ' , * 
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,Elclkani Praoun'tt Tfm Otf^riduoat^d Amt*uxm is an laport«at book. 

Iti tiawral tbuis is chat during th« I9^f m hsvm «iit«r«d « uai^ius 

i^itodft in iMrium hiitory vh«r« v« can no loader aimiske that th* onc€ 

wmM coll«g« diplo«* i« « prof ifcsble and" ««f e av«au« to «com»ic - 

• micim»m, rriinin arguts that incooe rstums frcst college have decXlned 

«o vM9iM%f ajnca 1970 that fro« both a private and eocial ^arepactive 

additicwal iavaatawfita in>crllage traiai&g wUl be aarglii^l «c - 
. * • * 

^ baat aAd ara lik^; to r«uih ao for many yeara to caem, Thia rather ^. 

glooe^ SMaaage is delivered oot only to tl»aa youQ« people %fho nult 

•akc* thejx individual choices ibcat attendins college also ro thosr 

. . ♦ ' : . . . . ^ - ■ 

of us who »^ our livelihood in the adJ^ltion iiwSuecry. 

f * , , ■ ' 

* * r * f 

' This book ia a pc^ularl«ed vareion of FrtieaMn's reeaarch previ- 

ously Dtiblishad in acad«ftic Journals ai^ has many of the character is-> 
tide that have typified his work in tha past. It ie topical , abergetic, 
iaaginativa sod baa an uncam^ eye fo^ identifying significant changes 
occurrlag :|n/tha world around us. It also has the aost desirable atcri- 
butea df good resaarch in that it has etiwulaCed many othars to rcinves- 
tigate and challenge tha 'evidence that Fresssi^ot aptly presents, lu 
.thia review, we hava taken our opportunity to becoeie devil a advocate*. 
• tha baais of our raexasination o^ the wage and ejaploynsent data since 
, I' the i970s, we wil|. argua that at bast Fraeaan exaggerates the case ^or 
.an overaupply of collega-aducatad oanpower that he may in f ac^ be 

m / 

dead wrong. 



Fratwiijn draw* seven main conclusions is his book, which we paraphrase. 
X, Tha collage job market underwent an uapracedesited downturn at 
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'' ftbft oos«t of. the 1^2^, vltti youog gr«(iu«te8 ju«t b«giimiag their curcurs 

■.T^:. . ' \ - ^ , 

. ^^%o#IC ti^tnmfly *£f%cttd. In rwcmse to the depreeeed market, 

. ■ * • • 

fx^Sl^iqa y<Kms wma eiunalling ^ college dropped iubstenti&lly re- . 

T'N ' ■ ■ . ' 

veiNftiag Xo^ terai ufmerd trea4.in educatloaal ^tcaiisal^nt. 

^. JPour aajor factors underlie tlHi college job aerket^ the respOB- 

. ......^ ,^ ,__T, , ,. . . •. . ^ • 

•tv# supply iHilsftvior of the ypuns; the long vorking life of p^it 
'gr«duait«« vhldi aalEiMi total Supply loXacivftly £i»^ in the shoft run; 
the cocicei:tratioii of college greduetee in certain sectors of the ec6i:i- 

' -' • * \ v.. 

iomyi end thNi cphmb fMdheck syet^ dum to the four-yeer leg l^tii^en the 
decdi»eion to ettend college and «itry into the la^r market « Freem^ 
erguee that , the domtuTU of the seventies was caused both by a dfe<;lipe . 

groirth of dsttaiad in iiuUistrlee relativii^yvl^&^B^^va iti college-tfelned 
suApover and the large Increases in supply du^i to the entry of the p^ut 
«Mur babybocei coborte. * * , ^ ^ 

* . ' ^ ; • ^* 

'• 3. Cht isee ulttilsi tbe college lel»or Bmrket were ee dreatatic as 

* ■ ■ ' ■ ' 

thoie between college iidui^ated vbrkere and otiMsrs. The nev depression 



altered aignlficantly career deciaione of nev graduates.* Because of rc- 
ductiona in enrolliMUits aod low birth rates « the decline in the- college 



marluit wes ^ost severe in teaching aitd zeeearch positions. In contrast, 
grad.uates with degrees in business specialties, accounting, business ad-* 
KinlstratioQ^-an^icine and engii^ering vere M»)re i^Bnine' frosi the vorst 
coosey»SHCss of tlie deter ioraticss in the labor market. There vas a gen- 
eiral s!lii£t swmg nev graduates ava^ froei ica^H^lc and scientific ffelds 
to the CraditicM&al profclsicmal snd business oriented speetsltiee. 

4. federal policies contributed to the magnitude of,th« depression. 



And cbft rfifluXeing coatr«ictioa i.n funds van « major cofttributqr to ch« 

t 

MvaQtt«£^bust« In mdditicm, the curt^alliasiott of federal fellowighip 
and .achoLsrshi^ prograas during t\w 1970s cootributed ta tl^ 



I 



^ S* In »pit« of^tha ssarkaC i^Ji^tymy black collage graduates ^ 
farad raasofi&bly ^ll— rettult of affirmative action and related 
asiti^iacrimination activity. 

6. Thfi Job markec for woaea graduates did tto£ daau^rioriate sig- 
uificantly exc«pt in the case of ceach«rs. 

* V 

V ^« Forecaata of ^ the atate of the eollag# Ilibor market for new 

* 

male graduatea into the futuri. indicate that it is likely^ to Remain 
iiepreaved througliout th« emi of tba I970»'-4apf e^iag saodl^raei^ly in the 
aarly i980s and rapidly in cb« lace I9Sa«, although neve*: returtilng 
to X\m boo« cooditions of the 1960s. ^ Tha major equilibrating factor . 
will bf! the r«sdu*t£ed supply of new grauHmtea. WKili^ the position of , 
/future graduate* will iaprove, tS« fulture career prospects of current 
gr^uates may not. These cohorts saight b« 'substantially penalized 
throughout thair [work care«r by their bad luck in l^ing »e«b€rs of a 
r« la tiv«ly large oohbrt. 

In our review vie will ignore the third (effects within disciplines 
and fourth (the role of federai policies) eonclusiona, concentrating 
eur efforts oa the tauining five* * "^^^ * reflection on their 

raXative iaj^ortance, but as devil's advbcates who have never researched 
those particular issues we frankly have nothing to add to FreeLan's ex- 
cellent discussion. In any case, the basic nessage of hifi book lies in 
the other five arguseats that address the broader market for college 

* . ■ 

trained aiupower. * \ ' 



Our xmviMM l^ orgaxiiz^ idXloyii. first ftxaainia Fr«iyBym*s 
evldUwctt dcM:i»(int£xig tim x^ma depressitc^ for colI#g€ CNducated workitri 
Axd critically «iiaMttri£tt bin B»>d«l 0i how tht roii«gig labor aarkac op&r- 

thi&n ^xami&ii ^m&i: of ehe demographic cdcuiiiqtieQCi^s r^Bulc^Qg 
fr^ th^ mutry of the baby-boom cohortu ^d spi^culati^ about why 
cohort mize s^&y m&tt*st fpx es&ploymttat and wagtirs. Th«»ii«i 
ftpsculatioott .suggest, at least Co us, m alteraative explanation of 
wh«t rttjdly h^ppeatd fn zhiu pBtiod. While not iutobsiMt^t with 
Fr^ittAn^j hypotbislSy it c€irtaiialy iihifts ea^haC^J^ frois co«i;parisons 
^mfm^ education £lus€s to tho«# hmtvmeu new myir&nta and more exper^.^ ^ 
enc#d Moxkmri. Using th« 1968-1976^ Cto'rwtt PapulaHan^fhmmye^ w** offer 
evidenctt oa scWviraiitic ch^ngas in the ralativa acono^c poi^tloD of 
n«v eatraaCft la tjU tabor sairkct^ Ite coticluiltt.bty bri«£ly syi^ri^iQg 

r*i«.'irch f obtAi$i«<i by oste of £U«icb) pt-«»d£cti&g t«e|f>ora^ 

- 'i 
and pttriistexst ftffcccfi oC co^rt size on uagem ftn4 eaplbyisierit. 

jYeaaInN &M Wslch's pfoj«ctl<«is for^tba future viability of college 

s« ansifVmiuift to ecoomie »ucc^si imd likely* dconoMa status later in 



their vork careers fox those unfortim^te enough to i^nter the labor m&r- 
k»t in ths 1910s also coDtrasted.^In tba secomi h&lf of our revi«v, 
we investigate Freeman's evidence on hoiir these labor market changes imr 



*pactAd €^ blacks and vos^. 



rm mt PEPEESSIOH in HIC!H£K Ea>UCATIQK . ' . 

Although Freei&an &!a^lQy& a nuffiber of indicators document lag the 

^So« "S^ie Effects of Cohort Size on £&miags: tlie BaUy Boos Babies' 
Financial Bust*** ?int^ Waleh, ^owwai of Polifioal Soor.ofm^ forthcoadng. 



. ■ ' ' ' \ 

dacliii* in ii^cowi of college gr#dyatei^-'**starting ^lalarias by field, r€f- 

cruicsMJQt Vilbits CO coilitg^ii, iacr<Stt«lng dittsattafactlon isxprctssi^d by 
• ' ' 4 

ritcieist graduat^is In survey — the €Stt^i:4Cii of hig argissiifGt in rispro- 

• * 

duc^ Id Tabl« I* Ther«, the r<el«tiv«? eaimlng ot college to high fichopl 
graduarn&JD arc 'listed fcooi 1967 through 1976 for all vork^rs tor 
tha«« ct^loy^iT full i:iise» • wh^rc presuauibiy better contr ^ ^of employment 
variabilil^y Is poiisibl4a. Th^se ra^^o^ are mlso providc^d n^p^rately for 
WBM^ imtrasits Ctho^^ 25-34 yearsi old)^and old<er workers vhosii^ foma^ 
schooili^ lotxg |/r«c<Kdiid thii» p£rio4« la his book» Fri^ttman included 
y only the y^arii 1969 through ^9^7^, and wie have blocked out hl^ sub-pl^riod 
in our table. 

0 

For those a^;^ 25--34» the decline ia the relative e&rajuis^* of col-- 

\ ' ■ ' 

l«g6 graduatei betwigisQ 1969 and 1974 ia indeed at)rikiug« ComparidfO to 
high school graduate^!, the ua^e advantage of coll0g€! graduates fell 
Vyoci 40 percent to 16 parcent- in ^u^t six vcara. This la in brief the 
nav d^preaaion ia higher education- Since , many econosaists believed 
that the ecooc»ic returns to college over the last thirty yearm wt^rt? 
relatively conatai?^. ^ the -experience of the early i970s was certainly 
startling* However » one*» deapair over the prospects for college grad- 
ujitea ia tempered ^.including years preceding 1969 and the 1975 and 
i976 ^^ta. The years Fretoan selected were clearly peak to trough 
cowpariijon^. fhi* end point years in Table 1 indicate a decline of '8 per- 



centage pointi< (one-third of the. peak to trough movement between 1969 

f ' 
and 1974)- Although this may aema ssw>re akin to a recession than a 



^4ls<ia« laat two years were nbt available to Freeman although the 
earlier yii^ara were* 
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R4TI0 OF MEAN ISCOMF. OF COLLEGE TO ¥.l€H SCHOOL GRADUATES 



6' 



68 



69 



70 



71 



72 



71 



7?> 



76 



Fuil-Tiia* ■ 

25-34 
35-44 

All Workers 

Ag<«» 

25-34 
35-44 



1.32 1. 3b 
1.50 1.50 



1.33 1.32 



1.53 1.47 



l.p ]?^33 1.29 1.28 1.23 1.16 
i/54 1.49 1.50 1.51 1.48 1.50 



1.33 1.33 1.27 1.22 1. 19 1.15 
1.58 1.54 1.55 1. 55 1.52 1.55 



1,22 1.2A 
1.52 1.54 



1.19 1.26 
1.56 i.55 



SOURCE : V&x^Q\m iiisues of Curverit Pc^-uhiti Reporte; Seiieu P-60, 

dt^prnisioDv thiar^ im no queaLlon that relative wages ot new collegia grad- 
ujiti&i! deciiiiitd durljig th^ 1970s. However, we m&y btp csore siingiiine about 

r 

tutur* pro»p«cfc» gky^n the recovery ^uggt^ttiad by the 1975 1976 d&ta. 
If wir have really witneiitted a partoanent decline in the denysnd for 
' colliftga gradiMtt^^'ithe perplexing ^^th In' Table 1 are the relative wages 

for tbqaa age<i 35^44. The most reaspnable deicripcton '^f the data for 

35-'44 year oX<S» iii that It ^xiilbits no trend over tr>e period. 
. The new depreiiaioB appe^irt a t^ bent to have beeci <|xfVe»ely sirlective in 

ita targets^ hitting only new entrants anu leaving untduched thoge In 

twe aui&ii of tha|%jcperience dl<%trib\n:ion« 

What ejiplanatlon doea Freeaan offer to explain the deprenf^ed market 

for collage graduat&M in the I970ii? Cnapt^r 3 outlines the ^wal^tic' 



' ^ -7- 

cor« ai his work, th« tticlmicifcl dn'iails &re contmlx&td in Appitndiji B< 
Timirv, rnnMiiii davsli^piEi « i»iaplii of tf^ colleger labor ttarkwt; tht 

Ymaaotui for its eoIiapiNi^ uk! sobm prosp«cc« for th€ future. His fore- 
CMMtm are derived fron m recureive i^juBtoient model ot che nupply and 



deff^er^d for college greduatet^ end we confine our digcueeloo of hie proe- 
f pecte for the future to e leter section. 

Kreeat&en e^ee toar key eleoepti ee oetenainiag the operetiot« of che oer- 
ket for college graduetei. The flritt ie that prqepective young college 
^ette^eee Mxm qatte reepouelve and serteitive to the ecoooiftic Incentivee 
of ei tending college. Brojufly epeeking, ttiig econoBlc tnceot^Ve in- 
yolvee e conpjurlkon of the full vemltb received by college gr&duetef^ 
relative to thiit eci^ruing to high school greduAtes. Cheng*;* In the 
reletlve velueii of theee streams should th^n trenelate into relatively 
large mdjuetmente In the msmb^r of college graduatee^* Wagev of new 
college gradoa^te^ are ultio viewed quite flexible whll^r^gidit let^ 
partly induced by prior cocsalttaents conetrain wage adju&toifnt&'^^aaiong 
older graduate* further alor^g In their work careers. 

-fhe aecofid recognises thjit snoec of the college work force received 
tbair degree^^ long ago» and cannot revoke that d^ieion* Thus,, ^/en 
with responsive new entraritB, total supply adjustm^^ntn are likely to 
be quite teltjw^ and a relativi^ surplus o;;^ shortage In the isarket can per- 
eiat for many year i^. 

' The third element relatea to the relative growth in detnand tor 
college-trained sanpower. The de&and for college graduate!^ depends 
aMSng other- thi^% on the kecular growth in demand In induct rie^ that 
Aire relatively collegts labcir intensive. If there occurs* a decline in 
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th« tirLatWc dmmms for coVly^^ ttAupo^r^ the extent ot tx^cmBBMrv vag« 
a4JiMitmat r«qutr#d aep^di^ oti thm diegre^ ot tfubetttutioo ot labor 

ig^g r«JUiitiv«l)/^ood sufciftt ltute«, thea xatjst ot the '4d}u«ti$i45nt ru \hr 

mi^rki&t ^quiiibriuas yrill tavoWe supply respociBe* with little chiinge 
to th# r«iAtiv« vAg^ strxjctu^-e 4crosa education ciase^v FreMian c Uen * 
thm Imt^^ adjyf^tw*ntfe in 1970s ^# lndic4ttng :Kat tiubalituiicn 

* po»»ibllitl«i» 4cro8i* differtnt tchoollng clasrs^^c^ #re not Urg^* 

Thm iitml Ingrediaaif la th^ cljiiiiiic cobi#et> dymmiKm* Sincm it 

^ typlciill) rtquiren four y«*rs to fltjflrh college, Ftfetsuin ^v^m^b thjn 

< * 

th« supply of graduates 1» de*.emlned by aignai?^r<!:cel\*t:d tout wars 
Aiirlitr- Tbu^ hi^h w^gei. of coH^jge grmdujite^ <m eaterlnK college 
tnyyilut^ Into li^rge entering clifc*5e« yh^h lour vear* i^ter m^re^ifti* 
fiyppllti^ of ^ntr#ats and dapraeis wagt^a/^^rf^arpouudlxig ihe cohwi^b 

• dyti^JBiics Im ma accelerator principle. Since universl t are an Irrpar- 
tm^t Bourc^ of itt»ploy««nt for iMAny graduiit€s, the, demand of univerjsi t lc» 
tfUI b€ partly det^rwiifved by th^ nuab^er of grj^duates. Increas^n tn t!^ 
mimbitx of gridu#t€# vtll incre»«e detoiind of uriiv<*r^i f tt^a^ vhtch tn turn 
l«prov^ pro#p*ce* for; txi^u gr^doaite^* 4nd re^ait in furth^e^r Incrca^ua in 

th4i nua»b^r of griidu&tes. _ 

\ 

Civ«n thlti basic outline* whjat xjn^n caused the depr^rbsion MTk^tl 
' On thm d«mMui Bide, Freeman conti^nd» that the 1 97 Oi^^ witnessed a »lgnJfl- 

CMXkZ d^clint in cne r^i^t ive ptoaand in t.t?l^*g«: Iuit;ix»lv«: - IndiiSt rlvS < 
' Cro^h TMVmm %mrm dimply ulos^ in industries where large nut^«ra ui 
gtmd^mtm^ h^v# ir«dit ionklly beeri cx;jploye«i. Or* tht- supply nidi:, tiurir 
thtt «Gtry In this lata sl^tieB of the high^ y #ducate8 pf>HC-w^f 
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baby boott cohorts.^ Thus in the 1970s» the market collapsed because of 

sbaxply increasing supply as well as a leveling off in demand. There is 

one potential explanation of the m^irket downturn that Freeman dismisses — 

2 

that it resulted fiom the overall economic recesoion of Ttie 1970s. We 
will argue below that aggregate economic activity played a larger role 
than Freeman assigns, especially when one's perspective shifts from educa- 
tion coapariscns to the new entrant labor market. 

How well does Fre€sman*6 model expl^iin the Xiev depr^^sdlon? Using 
his ^pirical estimates, Freeman demonstrates that it certainly tracks 
both college enrollments and relative wages of new graduates remarked ly 
well both through the booming sixties and the ensuing seventies bust 
But the' ability to reproduc^ the past is noi the only criterion dtle 

in judging the value cf a model. We must alsb^ gamine 'it* internal 
logical structure, the importance of behavioral relative to puxely mech- 
anical relationships^ the corkespondence of the empirical model to its 
theoretical counterpart , the robustness of the estimates to simple de- 
partures from assumptions or minor changes in the data^ and its ability 
to project the future as well as tracking the past. Since we did not 
hiave the data to experiment with his empirical model, the concei .3 we 
express serve mostly as a caution that at this point somethir less t^an 
full acceptance of ^ reeman * s model is in order. 



will document the extent of these demographic chang^« beliiw. 

2 

For example, see p. 72. 

3 

For example, see Fig. 9, p. 54, and Fig. 13, p. 71* 



THE FREEKAH MOBSL THE HAKKET FOR BEGIKKIKg CblXEGg GRADUATES 

V ■■'« ! ' I.I- ■„ , ^.„,« ,.. w .. ~ ,.»... . .u, ,■,■„„.,„■■„ I 

Tz^eaan* » (rapirical isodel is sizcamirised in Appendix B of the Look 
which, for coQV«aience, w« reproduce: - 

1. Suipply oi f'reshjum niales to college (1951-1973) 

FRSH • -2.02 -I" .88 Pop + 1.31 ICSAL - ASAL] 
(.21) - (.26) 

+*.2i FRSH (-1) 
(.16) ^ 

R*^ - .987 SEE - .049 ^ 



2. Dependence of grs^dust«ii on number of freshaea (1954-1973) 

BA - -.63 + .71 FRSK (-4) -¥ .29 FRSH (-5) 
(.20) . (.20) 

- .976 "^SEE - .061 



3- DssEermlaatioa of college salaries (1951-3 973) 

CSAL -'-2.25 - .15 BA (-1) + 1.1 DEM + .31 ASAL. 

(.02) (.51) (.24) 

4- .45 CSAi (-1) r 
(.11) 

- .994 SEE " .018 



where: FESH ■ uuaber of first-degree credit enrolled males; 

Pop • number of 18 to 19 yesr old tsen; 

CSAL •* an Average starting salary (in 1967 dollarit); 

ASAL ■ sveragi^srmual earning, of fi*ll--tiae workers 
(in 1967"^TS^r8) ; ' - 

DEH an ind^ of demand^ calculated ah Hti -^visrage 
of employmeot in 46 industries (with fixed 
weights for the i960 proportion of employment 
in each Industry with college degrees); &nd 

M • ntmbat of male bachelor graduates. 

4\| * ' 



NbsBibNsrs In pAr#ntha£ie« Imside r^r^iatiors indicate number of years laggtd 
niid numbers in par^nthi^iiea b^o^ the eatimated coeff icii^nts are esti- 
maCftd standard ^rrora. All r^rai^aion yariablt^s ara in logftrithan^ so 
that coefficients cm% be rd4id as el&i^ticlties €>r ratios of Wrcant'ag^ 
changifc- For 'xampl€» in the first Equation, the estimate that other 
tliiogi^ equal a& iiscr^ase of one percent iii the nus&ber o£ 16 and 19 year 
old in tl^ population lii rease^.^ £r€«ihn«^n enrollment by .68 percent 
^jid an increase in the nuaib^ of freshmen last year of one perceht, 
incraaaes the number of fraate&en thia year by .21 percent. 

The behavioral cosspcnent of the first equation relates the decision 
of potential fneshmen to enroll to th^ relative incope advantage of a 

college degree proxied by '(CSAL - ASAL). Tbt' second- equation Is 0 

mechanical relation between nm er of BA degrees granted and freshmen 

enrollment four and five y^^^ars earlier. The key behavioral link in the 

third etju^tioii Is the effect at the supply of BAs (BA(-l)) on the wage*' 

of new graduates. Thus the process is one in which current salaries of 

college graduates (relative to others) attracts an entering freshman 

class of a certain size. Four y>ears down the road , th^se freshmen he- 

come newly produced BAs who will di*press college wages ^ne year later. 

Tliis lower wage will then reduce the nutnljer of new freshmen and we are 
\ 

off and running on another round. 

Freeman *s coiDOuted R'^^s which suggest a ''good fit'* are not uncotn- 

« 

toon to time-series data. All in all , the statistical model is well 
behaved and suggests ^xtraordinary sensitivity to economic factors. 
For example » in^he xreshman enrollment equation, the [CSAL ASAIJ 
variable » the ratio of beginning salaries to average salaries for 
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£uli-tiflNi %K>rkere bjus « higher partlnl correction (0.16) with enroll- 
.awmts than tltber the number of enroll^nts last year or th€» year 
> old fiopulation. In trying -to interpret regrasaions of thia aort. how- 
evmr» it ia ipaportant to kifeep in mind the fact that the underlying data 
ara highly corraXata^l a^i^ ragraaaion astiimti^a are aubject non^ 
trivial aatimation error ^ 

■ ip • 
A liternl reading of the freslmen enroIIsManCR equaCloa suggestt^ 

that thtt number es^olling 'Imt year has rio st&elatic&lly alg^yif leant 

«ff«ct OQ earoll»Mit« this y«ar g%vm 'the IS'-IS ymxr old papulation. 

This ia quita poaaibly an artifact of tha correlation between the i^izm 

of tba 18-19 year old po^tsiation and freaba^ laat year* Frocs tba data 

Fri^isai^ raportSt ^ casmot oalcuiata tbia corralation* but w« can com** 

\ . , * 

pnte vhat tha ragraaaion vould ba if the [CSAL - ASAL] (the only 
b«li«vlor*l) variable wer« dele tetl-^. 970 as opposi^i to .987 when it is 
iacludad. The .970 tbat obtit^icY^Sth fCSAL - ASALJ deleted is, of 

ft ■ ^ 

eduraa* the low^at of the regreasiona poaaible when omitting one of 
the thraa regraaaora and ia a clear indication of the colinesrity in 
^thaaa data^ 

Colinearity in and of itaelf does not introdaqa bias, but it does 

give aati&ataa that are likely to be sensitive to j»pecif ication. In 

2 

* such a case the high mtiltiple R guarantees succei^s in tracking data. 
But the fact that thea^ data could have been tracked aljaost aa well 
iV? .970 vmxmis ,987) as a purely oecWnical relation between popula- 
tioa and m^roilaents last year without reference to economic variables 
la rcASOQ for care in interpreting the role of econotaic variables. 

Of coitrstt, in co<i^&risoa to the third equation, the determination 

« "« 
of b«ginaliig salaries, the iaplied, role of econooic "^rariables in the 

• / 6' 
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iimroIlmiftBt e^uatioa pale^^ considerably. The partial correlation be- 
twe<m beginning salaries (this year) and the number of Ms H^^^t year) 
ia O.S7» but the same colinearity proviso holds: If the variable re- 
ferring to the nui&ber of £As was deleted from tl^ beginning salary 

2 1 
equatioa^ the E would be .975 inatead of *994 when it ia included. 

Before eKamiGiag the logic of the las-^el* one observation concerning 

data aeesm in order. The supply equation for c&llege ei\rolli&ente uaes 

the ratio [CSAL - ASAL] as an indicator of the prospective incoiae gain 

to college* Unfortunately^ the dencminator of t^ia ratio* the average 

salary of full-tissie vorkerst includea college graduates too. As a 

result » gro\^th in the college graduate share of full- time work force 

(see Freeman's projectionst from 15 percent in 19b9 to 25 percent in 

19913, Fig. 14» p. 75» for the laale labor force) will build in spurious 

decay in the beginniug/average salary ratio. In addition, this income 

ratio/measures the earnings of new college graduates relative to average 

male earnings. It is as much a proxy for the wage of new entrants rela- 

tive to peak earnings as it is for the income advantage of college grad^ 

uates. As, Freeman na£es» this measure is forced by data limitations 



Hfe have noted that with coiinearity regression estimates are sen- 
sitive to specification. As suoh* Freeman might have considered alter- 
natives specifications to dispelTpconcems (like ours) that results may 
not beNETobust. There are two rather ^obvious r€*-spectf icatioris tharv 
present themseXvea. ^ 

First p in Equation 3, CSAL(-rl)^ and ASAL appear in free form. This is 
becatuii^ o£ the recursion in CSAL. In contrast^ in Equation 1, coeffic- 
ients on CSAL and ASAL are constrained to be^of equal numerical value 
and oppoisite sign. Why^ not free these coefficients in Equation 1? A 
finding of opposite sign bus equal value would strongly support Freeman *s 
coatentio^ that only relative wages matter. 

Second t in Equation 3, the number of Ms this ya^ doss not affect 
this yearns starting salaries t but the number of BAs last year dqe.s. 
Why not permit both to have an effect; i.e*» include both BA and M(-l) 
and see what estimates emerge? 



erJc 



ourtidt his control » bv it does mak^ one vender what model of the 
labor force is really being teated* 



eatea* 



TIi£ LOGIC C>F THE STATISTIC\I. MQgEL 

Freeffien'e i&odel bas^ three choree terie tics thsc are more or le^s 
familJiar to ecoiKwiats. It is recursive in the sense that for the 
enrollnent and salary eqxiations» where you are today depends on where 
you virere last year, and tl^ current crop of Ms depends on freshman 
enrollnNents four and five years ago. Part of it is based on an 
accelerator idea, that an increased supply of Vtudeots creates an in- 
creased demand for teachers* Usually accelerators contribute to 
dynaai^c instability, but in Frec^an^s implexoentacion the accelerator 
loop seems not toN^e^closed . The deniand measure Cpre^sufflably) encom- 
passes eaplcyment in education ^HndustrieSp" but tliMe^re is, 90 feedback 
noted between employt^^t in thesa is^dustries and' th& number of college 
graduates in process (students). The accelerator idea» which is qui'ze 
appealing t was lost sdinewhere in the e^irical implementation rf the 
theory. 

1 

*The final feature which also spplies to Freeman* s^ earlier work 
is that of the cobweb which, as -Freeman notes 1 was first used in 
studies of agricultural markets. Let^s go throtsgh the model^s dynamics. 
Equatim^ 1 suggests that the nusober of enrollments this year is affected 
by current population of IS and 19 year oldsy by last year's enrollments 
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tod through Chttfii yhatever affected earollifient last yi»ar» und by the 
tftCio of b«gim|lng college graduate salaries to average full-tiise 
Vorkar BMlmrimm. .Other than for t^t|^^^^^ertIa of the recurstoo^'^that 
iMMt^yeskX^B ixmrnlmmn looked at s^iarieii last year, and so orit this 
year* a frei^hmea aire ttyo{>ic: They ignore salaries of older graduates 
in favor of t!^ wage this yearns graduates receive* 

After four or five yearst this yearns freaime^ "iiatch" as Ma 
(Equation 2)* atid one year later they dtive salaries of begimiers 
dom. It is Emt clear why an increased nuji^er of gr^^uates this 
year does.m>t reduce this y^/'s starting wage, but it svk^s sense 
that a large crop this year might ""overhang*^ the t&arket and drive 
next y.«'. w.gedo«„./ v 

Nov trace the cobweb. Suppose that this yearns starting wage 
is **high." If aOt vhes^ the students attracted by this wage hit 
the jo^ i&i>rkett rhe starting .vage will be /'low* Thz rub with this 
kiud of model is that it. forces ^expectations to be frustrated. The 
implicaf ion of --.he sup >ly model is that prospective freshzsen expect- 
to receive the salary that obtains when they enroll and yet the 
fiodel^s dynamics imply that a one- percent higher salary today lowers 
the wag^ received^a graduation from . 14 to . 20 percent. How many 
cycles would have to occur before prospective freshmen caught on? 

^ ^ This kxrd of model is the antithesis of the ifull-Qireer view 
we sketch below where high entry wages signal low subsequent wages 
and vice versa. We don^t really know how prospective students form 
expectations about post-graduate earnings. We do know, however » tha 

V 

{ 



if thmy bfJbavc s;/opic;alIy if SAlaries ar# as «eiitfitlve to the 
OMmimt of BAm am Fr#ittuixi^ft c^lculacioxis suggi^t, then high school Mnd 
colI(^e couxitttlors would hm \mll advised to varc their stpdeats: -Thixigs 
ara mit ooly oot %^ftt th«y sew^ thity ar(B tbi« opposite. ^ \ 



BUSINESS CYCLES ' 

_ (ki£ sIilBptlclaa about s(»e of the aecbasicai of the siodel Fre eaa t t 
un^s to ^plaio tba d«pr«#siod drans our attention to one ex-* 
plmtuitioa h* dl«Kictcui. Kuturie us^ortimately provid«s us witth f£v 
imcoatamloAted 63qpei:i»exits. Coi&cident vith thg entry into the - 
labor sarkftt: of the bAby bocw cohorts > the overall kcontmy was de- 
pressed relative to ita recent p&st. As backgrouiid >or the vagae of 
i^ividuala observed over the 1%7-1974 period, we had a aUcro^ecouoiBy 
that began m very robust, experieaced & mici-receseion in 1970 that 
bottooed io 1971, rebouaded in 1972 sts^ 1973, and agaio fXoundiered 
Imtm ixk 1974 (as de^crlbftd by yei^rly uuemployment rates in Table 2) . 
Uiib thi« ymur^hy^yms^t volatility» it would be surprl&ing if all 

! 

workars deaig&4ted by skill or job experience were sijailarly affected, 
juat sa the labor aarket \ms forced to assimilate th^ largest and 
soft educated class of oev entrants in its history, ijhe business cycle 
deterioration certainly made that task much more difficult. Can these 

i 

busiaeaa cycle trends explain^ not only part of the difficulties 
eQCOUStereii by yonu^ peoplt^ uCiQd^ all edjcation l«^?rl$f but also 



of the decline in the relative earnings of new follege graduate^!? 

■ i - * 

On tb« Xatt<i^ queation^ Freeman anaver^ in the negative because be 
assuiMUi that college graduates ere less vulnerable tp recessions than 
those vith less school log. 



Ttfble 2 
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MEASUKES OF ANHML LEVELS pF CYCLIC ACTIVirY 

« 

1967 1^68 1969 1970 1971 1972 1973 1574 



\ 

\ 



, h» 4xmaal Average' Ua«aploya«Qt Kate, White Hales 
\ 2.7 2.6 2.5 4.0 * " 4.9 ' 4.4 



3.7 4.3 



^ I Fercafit age Deviation frotl^Ttttod of Xnduatry of 

". * Eoploymeot by Year 

\ HiSb School 

. Gr^uatea ' 1.8 2.3 3.8 0.9 -2.2 -1.5 0.5 0.6 
College Craduatea 1.7 2.3 3.5 1.5 -1.4 -I.4 -0.6 -0.2 

' 1 I II ■ I III I I I I I I I I . I I I I I ,1 1... i m i . . I. _ . .. .Ill ,.« .■ , I., i_ 11.11 I . . ■ . II 

^"I^beae are \Msighted avera^ei^ for i^uatry deviationa of c^loymetic 
ifo» treod. The veigiits are et^loyaent aharea by induatry 'for college . 
a^ hl^ achooi grailuacts. Theae are preaexited in Snith-Wclch C19784U 
Tj^ie 4). ^ 



r 
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Eifi viirv la based on the theory of skill specificity. Thie notion 
la that firma iavaat (through hiring^ training coat^» 4tc«) in th^ir 
workara and protect thosa invaatmanta aa demand falla by reducing util- 
ixaticm rataa rathar than by terminating lamployaii^nt aItogath«$r« The 
akill cofiipoaltion part of the theory ia gaiped by po^iiting that the 
fiysi^s apecific investment ahare of labor^a products ia poaitively cor- 
related vdth akill level. Thus the fins protects its ak;^led work 
force relative to the unskilled gr^p \mder tessporary dowm^rda trends* 

However t vhiie this theory makes sense, for experienced vorkara» 
ovie mmt careful in applying it to new entrants where laost of Freesmn's 
wage action takes place » .^tjTith firas specific training, it is important ^ 
to diatlnguiah bet^en insiders (those wh^re*" training and hiring coats 
have already been incurred) awi outsiders (potential new h^es with 
positive training and hiring coats). If firm spe^fic training predicts 
that during downturns a firm will underutilixe its in--p lace skilled 
labor force (essentially hoarding its skilled labor for fear of losing 
prior investments) » what is the likely plight of a highly skilled new^ 
entrant/ The forces that tend to stabilize demand for its experienced 
workers are exactly the same as those that could destabilise demand for 
new entrants* Such a view would predict pro cyclic ratios in income re- 
turns to schooling for new entrants relative to the experienced work 
force. ^ 



An alternative theory often used to explain why skilled labor is 
less vulnerable to cycles posits that substitution 'elasticities between 
(short-run) fixed capital and '^un^killed^* labor exceed those between 
^'skilled" labor and capital* If substitution relationships are as 
posited » t!wn the demand for tmskilled labor falls relative to the de- 
mai^ for skillcKi labor as firms compensate for capital fixity. 
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In 1^ rt^cant pAper m this notion by investigating earnings 

- • / i ' ' 

of nm^ «iitr«i]^ hi^h mci^l and collegu gra^uaten uping data frcsiBi this 
Itarch 19^-1975 Ciarmtt ' Population Summys. Our timiiiig vaa tlwt, 
irithiii ii^uatriea^ buaini^iia cycl«^a ver# nti^utr^l tnetw^^en tiev high acb^oX 
aidd C40lX«g« graduataS) Any aggragatie non-ii#ytraIi£y for tham seama to 
b« an artifact of diiimTzncmm Ib tlia is^ostrial cocapoaition of essploy-^ 
JMHItjL i^t» coMag^/blgh achooX gra4yat€ dlf f«rVajac«a in amploymai&t pat- 
tmrm ara Imrgm and nhara ia mich rooai for coiipoaltioiial ^ffe^ti|« For 
-"axaaplat 43 pmrcmkt of ail naw antrant collaga grsuluata^ vork in aer^ 
vicm imit»triea (largaly filial t^ aducation* and profeaaional ly^rvic^s}^ 
whiia only II pisrcamt of high achool gr&duatea work in th^m^ imd%m\tleB. 
Xn^ntrmc^ 49 pi^rc^nt of high i^chool gmduat^te aad only percent of 
colii^ge graduataa work in manufacturing. High school, graduates work 
in. ixiduatriea Lhat are disproportionately vylnerabl^ to busineaa cycles 
andf for "noraiai t^i^mtBiom/' tht^y art^ iiore affi:ct^d than colitsgi^ 
graduates*) Me^^'caii^lated individual yi^ar deviations In 



ismployment from trend for colleger and high achool graduates separately* 
These are listed in Table 2b for the years 1967-1974. If our indices 
are adequate* proxies for cyclic variability rsdifferenc%js by schooling 
level measure ccnsposl t ional effects of cycles. 

In factji 19^1 appears to have* been a iiormal recession and, hb 
Table 1 showed t relative earninga of collegia graduates were unui^ually 
high that year, Sut 1973 and 1974 were atypical. ^-"^Hs^^^th years indus- 
trial employment patterns ware mixed with some induBtriea lying above ^ 
Xoilg»>run tr^d and others below trend , and in the aggregate etsployment 



^S«e Saitli-Heich, '*Local Labor Markets and Cy^ic Components ir 
Baauukd for CoIIi^t Trained Manpower,*^ J 978a » 
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r«Ifttiv«sly dep\*«¥»eii in ioduntriis** diaproportlonmtely ^®ployiu^ col- 
gruiuat^ft. Xhm mh^rp decline in rtelative earnings of collteg^ gra4y- 
At«»^ paxticulmrly in Wik^^mm probably duii in part to cyclic factors. 
Vhlls lm«iti««« cycle* contributed eo the magnitude of sotse of the 
swloga «aKliibil:«d Iq Tii!$I« I. after v« 2orrecti^ for business cycles, ^the 

b«|ic cr^i^ of dtellnlBg iiiage^ of niavr college graduates » although ulightly 

U - 

mxtm&^ xmmis^m^^ T^is* th^i^is^v ceprirBsion iM collirg^ iHlucation» vhil« 

r 

poifiiibly «xac«rbmt<^ by bu«ixii^«ii cycl# cooditloos c&onot b^ i^plalned by 
tbwe. &}Virvttr, i^i^Ct we fixitmlAi^ tbe new entrackt l&bor market bit low, v« 
mkmlX ebct lHUiii3i«»ai cycieti did not play a trivial role. 

VfSji^T DOES OVER50FFLV lyN—THE CASE OF PLUHBEKS 

To thin p©i«t» w« have limited our comsaats to those Mirectly re- 
lated to tbM cr «Qt» of Fr«!«c*n's book. For the r«i»sind^r of thliai 
r«vi«w, w» fr«?« ourselveii of this restriction «o t^t we tao acre di- 
r«ctly quii&tiosi^ what really the' funikment^l thitf«ii o! his work. 
Fr#«K»a)ti*6 major point is that thit supply of collt^giai-traiiaii^d maiipow^r 
in i22cr<iJuii£ig faaitar than dimand and he supports thi&^ view by Ihouing 
d^lijiiiig r#lativfi naming* tor mew entraat college gradi^stas* Ordi- 
narily If ^ tba supply of itoiu^thiiig ytm^ to increase f lister than d«iand» 
ii3«a 'wtild axp#c& |t» pric^ to fall* and Prizeman* Vev if r*-'*** is suggea- 
tiva* Yat for proapiit^^tiva college ^^tudentSg full cux^tx e^r^inga, not 

antry %^^^tsap mtm Lapos'taMt^ and the fact that aaming^ cf pri»s 
agi^ collaga graduates havf not falltsn r%;lativiit to learnings of almilar 
high school graduatt^s is reason to examintj the evidence for new entrants 
ttora cioaaly* 

Fraaw^^ calculatioua of ratai of ratum^ of inco«a gaiua asso^ 
ciatad with coiiaga attandanca, vhich ^% praaaat§ iti Appandix A, ara 

2i . ■ 
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thm thAt t^Al-cmr^er cMi^^ings art; r«lev&nt. This psr- 

»ip«ctiv«t, of£#» called tht hianjui capitnl vi«ew, ti» Appitaliag tor und<^- 
fftw^f^g o€cup4itlc^I ch0lc# r«igiirdI#Mg oi whvthisr this chotc^ii Involvi^ 
x%tmx to differttactts in scj^l ccw^letlqn icvel» or not. It iai nothing 
^rti than ^ aiaple utatMNiCt that full carriers «attigr« Sat froa su|eh 
a p^rrp^ctivtf th« distinction Wty«^a «^ntry Mid t^ibs^uimt wa^<is is 
crtici^p mid it in to 4.mvXum ZM%itm in lirhlch s&^tmlft^ IssbKeNld^^ in 

. Siippo»«i» for mMm^Xm^ that ptropli^* choo«iie b«i:y*&n nkill^ cr^ft 
occupitiontf by s#liictii3^ that occupation having th«i gntattut Cpr«fi#nt 
valu« ot) lif^tiMi ^amiogn. If this iimre this only criterion of ^olci^, 
and if tbara w^ra no raatrictiomi on antry, than wirktit a^iiilibriim 
woui4 obtain auch that lifetiiM ^^amlngi^ in aach of th^iifif occupations 
M>uld ba a^tiall^ad* consider ome? of th^ae occupationa — plvmbers. 

k pluaibar^a caraar conalata of two phaaaa^ an jippnerntic^ahip fol- 
|t>«^ by fu-ll joumayman titacua. Th«^ apprentice perfoma diff^trant 
tataks that are aore conducive jto learning and require it^iis ^ktll and* 1b»ong 
othar tblxiga, tha value of'thaa** taska depends c^i the nuabera of Jour- 
nayman avaXlabla to apprenticea* kh tk\^ nu&b^r of apprentices Increases 
relative to th^s niaber of jouraeym^n, tYii* value of apprentice tasks falls 
relative to the value of journeyman taink^*^ Now auppose that there is 
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^a can think of thia relation aa having two parta. The appiantice 
Im l^th lammar and worker. The amoilnt of work available to appren- 
ticaa dapanda on tha aaoimt of work dona by'joumayaan (appranticaa are 
in part joumay>aan*a heipar^) » and Increaai^d apprentice/joumeyx»ea 
ratioa raducaa tha work #vailabla to each apprentice* Learning by ap- 
pranticaa r^quiraa tl»e froai their journeyman teachers, and increased 
apprant ice /jour layman (atuder.t /teacher) ratioa increases lemming costs 
of apptanticaa. ^ ♦ ^ ' 

« 

■ 4 • 

\ . . 
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aja\ajyuaticip*t»4 inar^oM^ in dti»i&nd for plu»binf: »«rvlcci. In th« short 
t*UBp ch« mtfife«r ot' joum^y^n c«nna| b# incr*jaiii04 bo the trtfecc 1» to 

inct^MMi^ thm tatprov^d pro«pffct« for journiirTOen «uf f tcient ro do 
so. From thl»^ it, follovai th^t a «hort-run ^qu^Ubriucs th^t eqaatea 
full carter earnings of pl?^b#rfi utth aUemativ^ craft occupAtlens 
a&llii for UmMt appreotlce when jourtmym^in yr^ge* <^xc«ied thu^lr 

Thin iu not to say that rc^cent di^clines In relative ^earQloga oi 
timi amtraiit coH^gi^ graduattfn can be couatruod mm evid«sice That defi^ad 
im l&ercaaisa^ faatiir than aupply* We liquid be more optiJCQiiit ic if jrela- 
tivn laariijUigifi ol* prlMr ai^^d collegia grada^dd^r" had inc7eaa^d» but^ on 
thtf othar ha^ the atabilicy o^relatlv* earnings of pTl»e aged vt>rke-^ 
ia reascm for ak^pticti:» aboup!%ny broadly baaed reduction in demand 
for coiingii trained workeri^ t^e example of pl^befa ia relevant h4t- 
cmmm even though college gradujiCe<*^do not ordlnart ly t rannl t ihrosjgh 
forftal appranticeahlpa^ they do tollow careera Involving noo-trivtal 
laaming phamea during which taaka perforwd are dol aiwaya the sss^ 
aa- thoaa of the aenior eei^bert. Jloreover, the apparent const Hfirv ^>f 
raiativa aarainga for prtsae aged college and high achool gr^tdyates 
cotipi#d with changes for new entrants, divert* our attent^ion frots 
broa^^ defined marketa for the college trained to marUjca -^'o* recent 
antranta* Kct only do we obaerve the 4ncat»e behavior Freetnan Him" 
Bari^aa^ but the new entrant labor market exhibited other f ntt*re<^i Ing 
Ifaaturaa after 1567 which ve now explore. 
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WHAT THE BABY-SOOK - COHORTS DID TO THE LABOR FORCE 

In F4^. I, fertility rates are grjiphed frcw 1547 to 197S- Birrh 
rstes iEcreased sharply after 1947 s.nd peaked in 1957, a trend popu-- 
l&rly labeled thm baby boom. After 1960^ fertility rates decreas^^^ 
rapidly until by 1975 they had neached their historic loua (the baby 
biiat). That thei^ dramatic aviugs in fertility rates produced large 
shifts in the education and age distribution of the work force two 
dicadaa later is docuaianted in Tables 3 and 4. Table 3. A lists five- 
year percentage Increases in the labor force by s?chooling level f: Jncc 
1952 « As the baby-boom-cohorte began entering the labor market in the 
lm%m 19608 and the 19708, the total size of the . labor force expanded 
by 21 percent froa 1967 to 1975. In fact, in absolute nusbers the 




tS47 I960 1968 1960 19^ 1970 1975 



FigJ — FtrtHlty uxm 1947-1975 
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totai labor force grew «ore in the»« eight yaarn thjin it did ia the 
fifteen pr«cadiB^ y«Ar«. Kot only w*ire labor niarkets prewned by the 
mntxy of chose just out of school, but participation rates of married 
wott«n bav* lacreasad md vet,er&ns of^'ietn&ia have joined the labor force 
as %^X1« 

Table 3 
GI^)«TH W LABOR FORCE 





A- P«rc«nt«g€5 Growth la Civilian Labor 


Force by Education* 


Year 


Total Labor Force 




Year* 


of Schooling 
















16 md 








9-11 


12 


15-15 


over 


52-57 


5.73 


-6.41 


9.61 


16.0 


9.47 


20.1 


57-62 


7.39 


-12.2 


6.31 


16.2 


■ 30. 6 


29.6 


62-67 


8.60 


-13.8 


4.17 


23.1 


20.8 


18.4 


67-72 


12.91 


-20.0 


0.89 


23.2 


35.6 


31.6 


72-75 


7.20 


-15.9 


-6.26 


9.57 


20.7 


24.6 


72-75** 


11.99 


-26.5 


-10.5 


16.0 


34.5 


41.0 



B. Yearly Percentage Growth Hate« in Hale Civilian Labor 

Force by Age 1967-1975*^ 



Year 

67-69 

69-75 



Age 



2'>-24 
.023 
.058 



25-34 
.035 
.040 



35-44 
-.014 
-.004 



45-54 
.007 
.001 



*S01J1S;;J^J ^suxitianaZ AttcrCrjrivnt of nOTkeP6t March 1975 Special 
Labor Forca Report 186, Table A. 

^Adjtsttad to 5-year growth for coojparability with earlier periods. 

^SOUKCE: Derived fro© Handbc^ck of Uibcr Ftatiettce iP-'f, U.S. 
Departautat o£ Labor. 
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E\mn thmigh the total labor force grew by one-fifth staci!* 1967, 
tbt uuaber of ^riuire vith 5--8 years of ii^chooling f^lJ by 32 percent 
ancl thorny with i--3 yaara of high s^chool declinyil 6 pi^rcisnt. In con- 
truBtt during th^t^^ i^ight ymru the number ot high school vorkcra 
gniw by 35 pi^rcant^ and both for thoi&t vith 1-3 yeari^ of collegia and 
for college graduatea the number of pcraoiia in the civilian labor 
forca ju&$>ed an aato^iiahisig 64 percaat. *As indicated im TabFe 3» the 
incraaaa, in tba mmbar of collage graduates was much larger af t^r 1972: 

Thaae cohorts not only altare^l educational diatribtitiona 
but thay obviously affect««i directly the agt* distribution of Cha work 
forca. Table 3,B lists yaarly percentage rat^^*? of growth by ag<^ for 
thm mmle labor force* - The total oiwber of 20-24 year old lyfork^rs in 
tha force increased by 47 p^rc^nt since 1967, with tb@ yearly rata 
of growth ^fter 1970 more than double that fro® 1967-1969. Similarly, 
ti^ nuMber of lEen aged 25--34 in the labor force expanded by 36 percent 
over these eight years* In contrast^ the total number of mule workers 
over 35 has actually declined since 1967. 

These age and education trends impacted doubly on nore recent* 
entrants. Table 4 provider percentage growth rates for high school and 
college graduates by age groups for two sub-periods between 1966 and 
1970. After 1970 the number of college graduates 20-34 years old 
increased by over 30 percent! There was aiso a rapid increase in the 
number of young high school gr^duiiiiesi relaiivc lu those uv>*i 35* 
Fre6aan*s book and our review highlight some of the problems these 
dewsgiraphic ch^ages caused and the resulting adjustments made in the 
labor market t especially for more educated manpower. But given this 



\ 
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Table 4 

j . - Gmitm IK H&LE UBOR FOSCE BY EDUCATIOK AND AGE 1966-1976 

> 

A. Percentage Ch&oge B«tv«£n Years 
College . High School 

^ 25-34 .15+ 20-24 25-34 35+ 

66-70 34.0 12.4 7.2 12.9 15.2 13.3 

70-76 82.4 83.6 21. i 43.4 39.3 28.1 

B. Bi-y«#rly Percentage Chsags for 
iouth 1 



College X High School 

20-24 25-34 20-24 25-34 

66-68 3.12 6.67 0.41 7.42 

6S-70 29.6 5.52 12.5 7.30 

70-72 50.8 16.1 19.2 5.81 

72-74 3.12 23.8 8.61 6. 21 

74-76 17.2 27.7 10.7 . 23.4 



SOURCE: Educational Attaitusent of Workers , Special Labor Force 
Efiports, selected issues. 



historically unprecedented growth la the labor force after 1968 and its 
concentration among the young and oore educated graduates » one may .xe 
More iapressed by the econoay's ability to absorb these shocks than by 
the difficulties encountered. Those who tend to worry about how the 
U.S. private economy can "create" jobs will find it l^ard to explain 
)rAppw:^d is the itoerics^n econocsy during this period. 
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WHY DOES COHORT SIZE MATTER ? 

The Aaerican mconmy undergoes & contlnuoua process of compositional 

changa induced In part by past decisions on family size and educational 

attaixua^^nt* The recent expeKlegce was an ^xtreiae example, but there are 

many other instances in American history during which the si^e and educa- 

tional distribution mi the work force changed significantly in a relatively 

short period of ti^ae What do we (economists) know about the effects of 

such changed and cohort size in particular on the wage and eii^loyment 

structure within the labor force? A truthful answer iiR embarrassingly 

little » While the effects of colKJrt si2:e have at times been used to 

1 

explain other types of behavior, their direct impact on wage structures 

have typically been asserted rather than investigated. 

Ve will sujspawrlze in the followit^ sections scane recent' empirical 
^estlBates by Welch on the effects of cohort size* But, encouraged by 

the relative scarcity of evidence on these effects, we will f irst. spec- 
'ulate about sc«e potential i^echanifi^ through which cohort ^ize may 

matter. ^What sort of* world do mmbers of large cohorts confront? They 

^ ■■■■ ' 

spend •their chlldhoi»d as members of relatively Isirge families competing 
with their siblings for limited fsmily resources. Not only is family 
income spread over more children, but tha time and care of parents devoted 
to each -child is probably *r educed • Then, they attend crowded elementary 
and secondary schools where teacher-student ratios are higher than the 
norm, and limited s^sions with smaller daily hours, particularly in the 
lover elesentary grades, were common. They may also face at environment 

^ee, for example, the interesting work of Easterlin on fertility 
trends. 

O r 



-28- 

\ 

jifcsructurcNl by the raiiLlljir cohorts that preceded them where the number 
of avAilAbl* "slots** in prestigiotsa hi^h schools and colleges are alow 
to ad^t. What the acciUKslated ispact oa eventttaX oarketabJ^e skills of 
these factors wa« w« sia^ly do sot kamt* Sociological research on the 
ef facta o/ faaily bacieground suggests tt^se effects may htt quite real. 



and the declining scores beginning the mid-sixtiea laay bear wit- 
xuiSa tc it.^ Barring foil coopanaatory b^avior by these cohorts, this 
claas of cohort effects is likely to be long-lived, penalizing its aexa- 
bars throughout their work careers. Tf^se cohort size effects refer to 
'quality par se and, like it or not, we believe that there are good 
reaaona to expect adverse effects for m^obers of large cohorts. 

There is another set of factors set in ootion as these cohorts 
enter the labor market that are the naCural province of economists. 
Large cohorts alter relative factor ratios, and the aK>st straightforward, 
prediction of econc^c theory is that relative wages will decline. In- 
deed, we conjecture that the re^l permanent contribution of Freeman's 
work is that it has raised this aspect of cohort size to serious scholarly 
concetQa Oxily if slX vorkerst* regatdlesE of e^erlence or schooling Xevely . 
substitute perfectly for e^ch other is the structure 6f earnings indepen^ 
dent of cohort size. If perfect substitution does not rule, then rela- 
tive wages will be altered by changing relative numbers of workers across 
schooling levels or years of experience • Unfortunately, economists have 
little bard evidence on the degree of such substitution possibilities, 
. pmrticularly as. they relate to workers arrayed by job tenure. With 
workers classified by schooling and experience or date of entering the 
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1 

C€«q>laints '^f our university colleagues on the quality of conteia- 
porAry students could also he cited« But* after listening to these com- 
plaints foi ]Mny years, we are not sure we detect a secular drift. 

o ■ , ' 32 
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worlsL force, tbft nu8^«r of possible specif ic&tiomi of subseitutioa 
j|UlCt:«nui is too large to iPTi^^C^'^uiistnictuireci d^t<t to b€ ^bl,€ to sort 
through thm. ^ ^ 

v"' FrMttu^ &rgu«8 thafc^tljft, d^iliuiii relative vag&a of aw entrant 
coXXe^ graduati^ iu an ix^icktioa that ^nhstituttion across schooXiog 
claaaM »ay n^lf^^xarge. Bu^tht, ^bsancE of any effect on isora expert- 
9acmd coXXage workara hacoMs aapacially puxsXing if the main diffaranti*^ 

tlon la ona across schooling cXaases* Th# Xx^ng-tara* relative constancy 

• •■ • 

in raXativa vagas across achooling clas/jes aXso nakea one cautious in 
rclylog too li^viXy on raalX substitution iH^sslhiXities by eilucatlon* 
An alt amative perspective vhich highlights distinctions across phases 

of a vork career ae«Ma to to offer greater potential tn expXaining 

. ^ 

wage behavior resulting frc» the entry of these Xarge cohorts in the 
1970s. 

lodependent of qu&lity considerations referred to above, the pro- 
ductivity of a cohort may be inverse to iis sixe. This relationt often 

caXled the "lav^' of diminishing prcKiuctivity» can be iliustrated by 

♦ 

•^pu^^^ixig the axa:r^le of plumbers which we referred to earlier. 

Suppose that there is an exogenous increase in the number of appren- 
'tice plumbers. In learning -intensive career phases, apprentices are 
partXy Journeymen helpers* An increase in the number apprentices 
relative to the nussber of jouxmeymen simply increases the amount of help 
avaiXabi^e to each journeyman and enhances the productivity of journeyman, 
at least relative to apprentices who through "crowding" become less pro- 
ductive. But today *s'larg6 etitering cohort transits at soma later 
date into journeyman status, the nismber of joumesnao^n will increase 
raXativa to the nus&er of appranticea unless future entering cohorts are 
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Also large. Thus throughout itn car««r, a large cohort isplitts a tela- 
Cively largft ntaaber of vorki^ra la e^ch of Ita caresr phases no that the 
«dvera« «f£«ct«,of sixe {Miraist. Yet tl^re are good reaspns tQ expect 
timmt •Ifccts to be signified at entry relative to subGequent points in 
the career. Suppose, for e3eam>le, that a plumber's career spaas 45 years 
5 years as an apprcatlce and AO years as a journeyman. Suppose al&5 that 
the ability ors,^ apprentice or journeyman to do plussber's vork depends 
, only on the apprentice/joumeyiBan ratio^an increased ratio reduces the 
productivity of apprentices while increasing productivity of joumeytaen 
and vice versa. Now^ if the market vere in a' stable equilibrium with a 
ccmstant ausbar of plimbers, t;hare i^uXd be an equal nui&ber of workers 
at ^ch of tlm 45 irork carper ience years so *that the number of retirees 
each year (those coe^pleting therir 45th year on the Job) would equal the 
nuBSber of ^prentice recrult%« la thla caaa there would be oae appren- 
tice for every eight joumeyisian (5 apprentice yeara/40 journeymen years) • 
If a new cohort iMre exactly twice aa large aa uaual, and if all subse- 
quent cohorts were the normal mlzup the{LJa^r^^a4^^^ the..t^w cohorts 
apprentice years the nunidber of apprentices would be 20 percent above 
norwiXi^ while for each of its journeyman years ^the number of journeymen 
would be only 2^5 percent above normal » 

There is another reason to expect that initial effects will decay 
over work careers « As large new cohorts enter , they ii^act differently 
on ifixperience) schooling, occupationSf and industry groups* Initial 
wage reductions should be correlated broadly with the size of the n^ 
cohort in the occupation and it^ustry groi^>ing« These initial wage 
effects create inceati^^s for those most affected to enter and acquire 
those skills »«|uir^ in the least affected areas e 
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In a tense, the labor nerket €tptit&tm &8 a Mlting pot eventually 
blimding in workers to nkooth out the initial per turb&t ions. 



THE OVERESIICATEII AMERICAN OR THE QVERCRO^DSB NEW EHTRAITr ? 

V| h^ve seen that the entry of the highly educated post-war baby 
boom cohorts produced tvo important demographic changes in the labor 
force. Thara vas, of course, the increase in the relative nwsber of 
college graduates that FreeoMsm ei^hasizes. But it also substantially ' 
altered the age distribution of tbs labcr force for both high school 

I 

and college graduates, incrrasing the niaiber of young workers (new ^ 
entraBts) relative to ^lie^gxpetieaced work force (pttak earners). Which 
of thsse trends dominated the X&b^ir markat adjusti^tits since 1970? The ^ 
jiiiswer to thfit question di^pimds partly on the relative ease of sabsti- 
tution across achooiisig classes compared to substitution within schooling 
ellipses betureep new entrants aisd 'Wture** workers. But let ^ a first see 
what tfi^^umbers^say« 

To do this» we used the 1968-1976 Cujfvent Population Storeys ^ which 
are the basis for the published data Freeman stisasarized iu Table 1, to 
compute income ratios across schooling and experience classes. The 
income data refer tp the year prior to survey go our trends span the 
1967-1975 time frai&e. In Table 5 we list college/high school ratios of 
weekly wages rnd annual earnings for those aged 25-34«r Frecaaan's ratios 
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^ach of these nine surveys Includes from 130,000 to 152,000 people. 
Of these, froa 25,000 to 27,000 are included in our tables. They are 
civilian, white male, age lA-65, not now in school (as their major ac- 
tivity last wsek) , who either worked 50-52 weeks in the previous year 
or rep'^rt the reason for working fever weeks as st^sething other than 
' being xa school or retired. Those self -employed or working without pay . 
were also excluded. Our saaples clearly do act correspond precisely with 
those «i^»loy«d in the published tables. 

O.J V 
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TabX« 1 for fuli-tiut worker* corzespot^ moat directly to our v«>ekly 
wag* ratio*. AXthough tr«uids in T«bltt S «re siaiiMr Co those in table X» 
our peak levela of r«iativie lncc»« of colI«g« graduates at thm t^egixming 
of the decada are below hia a»d mr turning point in maxiaua rislative 
earnings occurs in 1970 ratlier than 1969. Yet, th« basic trsnds tracked 
in TAblfia 1 «3id 5 are quita similar* ^ 

fhcri^ is oi» problesi with the 25-34 age brac!ket forced by the use 
of publish^ data. If the typical high schcKil graduate entered the labor 
market at aga, 19t asd tb^ mean aga in that interval was 30» then Freeman's 
average high acbool "new entrant" would have. 11 years of sarktst experience. 

In fact, sc»Be of these "new entrants" have been in the labor mark'et for 

i 

as long as 15 years, vith relatively few ik for less than five years. 

Table 5 

EATIOS OF EimimS OF COLLEGE TO HIGH 
SCmOL G&mjhTES FOE HEW EHTHAKTS 



Ajge Group Year 

1967 1968 1969 1970 1971 1972 1973 1974 197S 



A. Weekly Wages 
25-34 1.27 1.29 1.30 1.32 1.30 



25-34/ ^ 
High Scb<^l 
20-29 



1.52 1.54 1.55 1.57 1.54 



«ii 6. Annual Earnings 

25-34 1.33 1.30 1.32 1.34 "J. 34 



Ckillege 
25-34/ 
High School 
20-29 



1.56 1.55 1.57 1.62 1.64 



1.28 1.24 
1.51 1.51 



1.30 1.25 

1.61" 1.61 



1.19 1.23 



1.47 ^1.48 



1.23 1.31 
1.58 1.69 
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Tbifi certainly do«» not conristpottd to cow^n smi&t tioticras of vho new 
txitraiiti «r«. More importantly, it could conc^iiv&bly coutaainatts-cofis- 
pmrt«ott» if mo»t of the deprassing^abor wirk«t effects impacted on true 
entrants who ara more li^iy to be represasLted in the college group* 
Tharefore. we also include in Table 5 incoae ratios for college graduates 
ag«d 25-3A relative to high achool graduates aged 20-;J9. Since college 
graduated «at»r the labor asrket at least four yesrjs later than high 
schcwjl graduate* , these ratios should »ore closely approximate workers 

with similar tenure in the work forcK. While the weekly wage ratios 

f 

•till exhibit a rising tread to 1970 and a decline thereafter, one is 
clearly l««a i»pre»^ed by the ssagnitude of those changes<. The V '5 
wage ratio i» only 4' percentage points below the 1967 jrstio. Relative 
wages of college graduates did indeed decline after 1970, but reports 
of the deaise of the college degree laay havs been premature. 

The senaitivity of earnings ratios to these sge intervals brings 
us to new entrants* In Tables 6 and ?, ratios of weekly wages and 
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Table 6 

RATIO OF WEEKLY WAGES OF PEAK EASiKERS 
TO NEW EHTRANTS 



Age Group 



35-49/20-24 
35-49/20-29 

40-54/25-29 

,,.40-54/25-34 

N X 



Year 

196? 1968 1969 1970 1971. 1972 1973 1974 1975 



1.52 
1.33 

1.61 
1.39 



1.60 
1.36 

1.49 
1.31 



1.55 



1.33 1.38 

1.4& ^ 1.50 
•1.38 1.38 



High School 
1.61 1.64 1.67 1-74 
1.39 1.44*» 1.46 



College 
1.64 1.71 1.65 
1.44 1.47 1.43 



1.72 1.70 

1.47 1.46 

1.74 1.87 

1,51 1.60 
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Croup 



35-49/204124 

3^49/20-2$ 

40-54/25-29 

40-54/2^-34 



T*bi« 7 

tUaiO OF ^HIItlAL ElUmBiaS OF VEUM, EASHEKS 
TO EimUKTS 



> 



1967 196S 1969 1970 1971 1972 1973 1974 1975 

1.56 1.66 1.64 1.73 1.81 1.84 1.86 1 36 1.93 

1.35 i.3S 1.36 1.43 1.46 1.4» 1.S2 1.53 1.59 

College ^ 

1.63 1.52 1.55 1.54 1.67 1.73 1.71 1.79 1.91 

1.40 1.33 1.3^^ 1.39 1.44 1.48 1.45 1.53 1.62 



auQstuAl ttamiiigs for peak eanaers relpive to new entrmsts are provided. 
For higb school gnudiuttes, peak ^ earners axe Chose aged 35'-49 and tvo d^i- 
iiiltioiist of aev «aerimeB are c^loyad^aen 20-24 years old and thosist in 
that 20-29 «g« iatftrv&l. To eapturf* .c^l^sge graduates at slailar points 
is thair labor "aarkat careers » peak eam4>r8 include »i**a 40-54 and n^v 
eatraata arc men aged 25-29 &nd 25-34. 

For both aimtzal eamisigs aad weekly wages and far both hiffh aahoot 
cmd aollsg^ graduatSB^ thm fall in the relative incomes of new entrants 
duMTim any changes «xa»iiit<l in the relative wages acrqaa schooling groups. 
Thu mayjtum daclina in th€ weekly wages of 20-24 year old high schorl 
graduates wa# 22 percentage points » with an end point change of 18 per- 
caataga points* An one i^^uld suspect theae changes are smaller vi^en 
oldar oi^ atitranta (20-29 year olds) are considered » but tl^ end point 
coi^pfariaioii is still 13 percentage points. For college graduates (1 'Snoring 
tha aoiMewhat anosaloua [to usj 1967 ratio) » the trough to p^ak movement 
is 39 percentage poljoita for tSk youngest^ new antra^t category and 
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29 p^rc^tag# points fdr thosc^ ag^d 25-34« Noti^^ In partlc^tlart thmt 

noftt of thiu declittit occyrr^ Afttsr 1970 asui^ as w havie «€«n in Tail la 3b » 

popuJUitioD growth rat«^s VMirc ti^ice a& largt ati:«sr 2,970 coippared to 

m7-m9 period. 

Turn nmxt to mimuml MrBlngs of pmmk ^rmrm to mi^ «Qt rants. For 

the youngest high ibchool graduateii» lire now ob«erv« a 37 pi(iirc%?ntage point 

dttci^Oi^ in xulmtivm itrnmij^u oC tii^ «mtr«a3Ltii» ^nd for thi^ youoig^^et col- 

luge gradtia^teii a 39 percaatags poiut drop« Sinci^ th^ dii^rcnc^ betveen 

ammal aanaiogs and u^^ekly vagea reprenents w&ekM yorked> for high school 

graduateBt half of th^ d^clioa in relative iiNigaa of i^tw tntranta involved 

1 

raduci^ t^splinviiMint* Th^ good n^vs in thatvblaak e^atiatic ia that 

\ 

M^ployoi^Bt ef facta t«^od to he tmch m>t^ transitory than wage effects ao 
that av^tual ijaprovemaata £or these new entrants should arrive sooner 

i 

and be Iargi£r« Bov jMrmanent are these ef fecta likely to be? 



THE NEW DEPRESSIOH; ULCERS OR INBIGESTION ? 

In a recent paper ^ one of us (Welch) estimated the effects of cohort 

size on initial ^age and emplojment of members of that cohort as they 

entered the labor market > as well as the persistent long*<^term effects on 

that cohort as they proceed through the mture stages of their work 
2 

careers* Viyelch reports that initial effects on nev entrants were large 



Unemployment rates of male high schonl graduates as of October In 
year of graduation were: 

1967 1968 1969 1970 1971 1972 1973 1976 1975 

9.5 10.2 7.6 12.9 14.0 12.3 12.3 15.3 19.1 

SOURCE: Handbook of Labor Stat^tic8 1976, Table 32. 

^or the methodology umierlylng these estixsates, see Welch (1978). 
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mlmo Xmri^r UMtg colidCii grjiduiitMi thaa hii^li school graduates » Thin 
■«3F rttilvec lomt ^^ihrntttK^tim &mcm% collm^m^todrnz^m across tbair 




cmnmx phmmmm siiggMtiisji that %#Drk«tr*i«snaier vubscitufcicm «la«eic!tl%^i» 
fjkU with inesmaMd iiebc>oXiag« SltiiLrp^r diselsctiona «aiDiig r.oii#ge Iibor 
in aidLlXs i^quir^d ovmr ti»tt iif^r^ryclit baa soce itstyitiva mppaal. 

HoiMiv«r« thaiNi iMtiml alfscca 4«cay«ed &v#r %#ork cmi:i^ra thac 
by tba tiwft i#orluira *^»v« bmmi in tha Ial>or forc« for 10 yiiarp^ Vtilch 
ftmim mBmxtimlXy no l<ms**tttris mitmctm on hours rr wimks* Sinca momt 



warkmKm ttvsi2l;iiuilly mmmimm full-tiaNt parwmaat jobs« ths ^cluslvis con- 

r 

tt«atr«tioD of M^ioywmt «c tbMt front i^nd whcr. vork«r« mv pur- 

mtiag tliitir fir«c job or «sg«giiig la coi^itiitrAbltt job svlcchlng is not 
Burptiming* Wag^ effects did ^rsiat hut vere ooe-thlrd of initlsi 



:coIi«g« grai|uatas» Iha bmhy-^booft coltorcs wrnxm lsi4#^ tasiciHl but th€ir 
futura aa«Ks bri^htar than Fra«aax&*a book liquid indicata. 

To provida a aaiiaa for tha suM{:nltuda of thasa affacttt« yalcli aati- 
«at#d tiw affacts of cohort sixaa of raiativa vagaa ovar tha 1967-1975 
parted « Ka Yaporta that tha it^tmmixig new aatrant share of the labor 
forca priMSictad raductiosia In vadcly nagas of naw antraota by 13 parcant 
for coUaga graduataa and 8 parcant for nan I. .gh school graduataa. For 
high school graduataa raiativa cohort aisa o£ p«iak aamara fall ovar 
this pcricd i£tcr«««isig their vAgcs by 2 p«rc«&t. Thus, new eatramt 

if 

«MkIy wwrc px*d±cfd to hjive fallen relative Co pmk e^imeri by 

10 p*rc*xit for high school gr^u&ttti by 13 perc&nt for colI«g« grsd- 
u»,tm». Thlf e.ONpJircs to as cctuai chaogfi over this period of 12 percent 




•ff«ct« for high tchool grs<l«;«t«8 an4 one-fifth of initial «i'r«cti for 
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for high school and 16 perc«it for college graduates (see Table 6) « 

In coei|>4ri3ag images across schooling groups, between 1967 and 1975 » 
the predicted change iii the college/high school new entrant wage was 
5 percent coi&pared to the peak to trough change in Table 5 of 6.8 per- 
cent. If these estimates are correct* then what has passed for a new 
depression in higher^ education may be unique to the entrants of the 
early 1970s. For th^^y effects erode of their life cycles, the 
future is bri4£hter, ^iqp for subsequent arrivals who themselves will be 
laessbers of ssaller co!prts» the future is also brighter. The Wage data 
for^he 1970s are clearly telling an important story. But to us, the 
weight of the evidence suggests that it is a story of the overcrrv^ied 

new entrant and not the overeducated iUserican. 

I.. 

WHAT WILL THE FUTURE BRING ? 

Eased on the recursive model discussed above » Frei»an makes soise 
projections into the future* On the basis of his model, he paints a 
not very optimistic future. predicts that the relative economic 
status of graduates will level off about 1978, improve moderately in 
the early 1980^ as a result of smaller number of graduates in response 
to the depressed s^rkets of tb^ 1970s and declines in the size of 
college age cohorts* In the mid-1980s, ths fall in the number of col- 
lege graduates will create a new ho€m for new college workers which 
will level off in the 1990s. Unless there is a sharp increase in 
demand, this boom will not restore college income to the premium that 
existed in the 1960h* Kis scenario is just hb bleak for those who rece 
their baccalaureates in the depressed market era. Since they will be 
followed throughout their lifetimes by large numbers of similarly 
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•ItuAtad workAXv. fas ArgtMMi that •u{»ply pntvmtres will likely sttintain 
Cbttir low wig« ftt.xtrow. Mm for«ea«t8 viil go ii loog v&y to reestablishing 

In thm prmvicMu seccioof V« hsvtt slir«»dy presented our evidence indi- 
cating thmt tht lotig>-ruo ia^ctii on mmKbmrm of these large cohorts who 
•at«r»d tbtt lalKsr wirket in tb« X9708 iw likely to ^ ssucb ssaller ch&o \ 
Fr«MUi& isidicMtmm.^ V« have also cteoostrati&d that msci lat Freewm 



cmlls u mm d«prM«iofi rttiultii frcw an Ij^clusiosi of cii^ entrants ir bin 
colI«g«^ group by md large e^eliidii^ ches^ fros his high Bchcol 

group. To thit isxtmtkt it %xlBt^ at all^ the iepta of the new depressioa 

n^vei air severe aa Freioaa alleged. £yc there Is no doubt tliat wages 
of sew college (and high iclwol) graduates declined during the 1970s, and 
the qyeation of future prospects for those who fo^ow thetc remains^* The 
additloaal iacoiie data available after Freei&aa's book waa publis hed (see 
Table 1> indicate that the trough in incocjt* ratios for new schooling^ 
graduates occurred ia 1974* We as^y be. tsote sanguine about future pros-- 
pectn given the recovery suggested by this 1975 ^nd 1976 data. In his 
atody, Welch algo projected future incomes of college graduatebi into 1990 
cobjrt &i^e&^ of the 1960a and 197Q^. Uelch reports that in 1990 
life«:iMe iBCi^^ prospecta for college graduates will rival those of the 
saoet favored claasea entering in the 1960s. Wlwther our loore optitnlstic 
forecJM^ta prevail over those Freem^ reports i^i a quet^tion that tihould be 
aftawi^rad in the next fi^ years « ^ 
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THE K/VRKET FOR BIACKS AND WMSN 

la Che final chapters of the t»ook, the eaphasis shifts t'roa ^ 
general Mnsilymiit o/ tb«, college labor osarkec to an exaain&ti«>n ot" the 
relative posit loo within that market of selected groups. Alongside 

the d«t8rloration in the ssarket for college graduates, the 1960s wit- 
nrttsttd an alteration in u nuaber of other historically oersistent wage 
and eoplov-nent patterns. The interaction of these changes with the 
decllxiinig market for new college graduates is the primary Cocur of 
th««e chaptteVs. Relying on a coasidi:rablc: a»ouat of his research pub- 
lished in such »ore detail elsewhere C197fe>, Freeman first considers 
black college graduates. Income" differentials by race have histori- 
cally been largest among highly schooled blacks. College e<|ucated 
black sales traditionally found eaployment in occupations that serviced 
the black population (i.e., teachers and preachers), and were rarely 

r 

employed in high paying management positions alongside whiter. This 

ha« ofeen been Interpreted, as it is here, as indicating that the 
«conc?mic effects of taark^t discrimination -Impinged nost severely 
j&ore educated blacks* rretjaan dt*fiu?ns traces that the relative economic 
position of black college graduates Icjproved substantially during the 
1960s. In fact » by 1970 aimost^ total racial w^?e parity among college 
education tcales existed in tioae occupat ion*** Although the largetit gains 
accrued to new black graduates, wage growth relative to whites van also 
«v£d«iiL a^ug bl&cfcs who had rac^sivsd their college training earlier. 
P»raiieili4j this vage i«prov€!fli>ent» college enrollments of blacks ex- 
pmidud enorwJ^^^l^^j^ the la&t twenty years, the proportion of black 
ttalts attending college i^re than doubled, with blacka selecting business 
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ori«tic«d fieldA vfa«r« aoo«t«ry inceative^ are presimably given wore 
weight. In «pite of the general decline ia the college labor market, 
theae gaiaia achieved by biacka were at least aaintained during the 
19?0e. The principal, if not the excluaive, cayaative factor cited 
by Fre«ym ia the enforced c«3a^liaace to fair e^loyiseot^gislation 
popiilar^y known aa "affirmative action. " Title Vlt of the 1964 Civil 
Sight* Act prohibited both employment and wage discriiaination oa the 
baaia of race. . It aleo created the Equal Eaployaent Opportunity 
Co«ai«aAon (£EOC) to monitor fins coi^liance with the provisions of 
the Act- the Office of Federal Contract Coaapliance (OFCC) was estab- 
lished in 1965 to administer mx eaeecutive order ^forb*Aiing dij<crimna- 
tic«s by govemaeat contractors. 

While there can be no doubt that the wages of black college gradu- 
ates Increaied substantially in the last fifteen ye&r«. we are skeptical* 
of momm of Freeaan'a conclusions. In particular, we question: 

- 1. The idea that the aid-sixties represented a unique and radical 

departure fro« the past. \Se feel that many of the reasons for these 

changes reflect developiseats that have been evolving slowly throughout 

the twentieth century. 

2. The aifiaost. total relg^snce on decreases in discrimination against 

blacks especially an induced by govemaent affirmative action pressures 

to ejq>lain the observed patterns. 

. »mi &,t^*t^M^%M^^M^ uiie ttuauLteuxy liopressive gains of ' college 

educated blacks leaves the reader with the ispression that little of 

the benefits filtered down to less.sklAed blocks. 

Table 8 docuatents sonie reason^ for our concern. There, biaqk-white 

ratios of waekly v&gm are listed for high school and college graduates. 



-41- 



RATIOS OF AVEEAOE «mLY EARHIHC^ 
BY YEAKS OF VOBK EjgFEEIEHCE, I960 AND 1970 



Yfuftrs of 

Work Experience 


Average Weekly Earnings 
1970 1960 


- 


Ei^ School Graduates 




1-5 


.806 


.714 


6-10 


.791 


.714 


11-15 


.749 


.682 


16-20 


.750 


.690 


21-30 


.698 


.648 


31-40 


.690 


.590 




College Gradiirates 




1-5 


.775 


.655 


6-10 


.692 


.582 


11-15 


, .688 


.582 


16-20 


- .675 


.517 


21-30 


.667 


.421 


31-40 


.522 


.422 



SOUaCEs SmitE-^Weich <1977) 



Tb^ largest Improvement is undoubtedly that of college educ&ted blacks t 
but less skilled blacks also scored impressive gains relative to whites . 
The decline in vage ratios vilthin each cross-sec ticn has often been used 
as evidence that blacks as a group have been relegated to dead-end jobs 
lurlth little career growth potential. Wage ratios also decrease with 
schooling level and the cross-sectional deterioration is aoji? rapid 
attong college graduates* This is ^he issain source for the belief alluded 
to earlier that black college graduates suffer more from discriminant ion 
both in the form of lower wages relative to whites as they begin their 
taarket eatperience and less rapid wsge growth over their work careers. 
&9wever« interpreting life cycle processes from a single cross-section 
be extremdy mislead:lng« Younger blacks are not only observed at 



a& emrllar poist in their vork careers, but they are simultaneously 

mttibeira of «»rc recesit cohorta. Vitb the tva croas««aectiona contaiii^ 

\ 

la Tabic !»« can follow individual cohorts over ti»tt. The within 
cohort tt^xd& (the sxperience of a I960 cohort of workers with 10 years 
of additiooal experieace in 1970) 'indicates quite clearly that relativf; 
black-white wages did not decline over the life cycle. Instead, the 
croas-sectional^pattem reflects fact that tfev cohorts of blacks 
are'^^erforsains better in the market relative to ^ites than their pre- 
decesaore. This cohort i^pr^veiseat is consistent with two hypot^hesea. 
The firat is that the real relative marketable akllla of blacka have 
iBiproved ev^ id,tMn schooling claages (presumably through better 
achooliBg quality or hc^^ environmants) . The alternative explanation 
vould be "that labor market discrimittation is diminishing through time. 
In thia vlev» the labor mrket operates so that a major part of a per- 
aon*a career profile is determined at t!^ tine he enters the market* 
Hore recent entrants face less discrimination and therefore realize 
incc^e profiles that are relatively higher in comparison to white or 
%orm^^ profiles* But if these changes are assigned to declining dis- 
crimination^ one cannot rely heavily on laws that were passed in the 
idLd^aixtiea - The process of cohort convergence has been proceeding 
far too long for that explanation to be convincing* j 

In a aeries of recent articles (1977 ^ 1978) , we argued In favor 
of the fira^ axpla^tio:x* Ve found that the advance in the relative 
income of black males beti^eafr 1960 and 1975 was due mainly to converging 
educational and skill distributions by race and a narrowing in wage 
differentials between regions. ' Skill levels were relatively constant 
vithiti ci^horts ^tnd convergence was accc^lished as increasingly siMlar 
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racial cohorta antared labor markets while other less similar cohorts 
retired. Thia ia illuatrat«»d first in Table 9. which lists years of 
school coi^leted for aalea at point of entry in the labor market frc»a 
1930 to 1970. In 1930 tha typical black male began his work career 
with 3.7 f«iNir years of fomal schooling than his white counterpart, 
and al»oa£ SO percent of tl»uie blacks never attended high school. Kovs- 
aver, as successive cohorts entered the labor force over the last forty 
years, the coapetitlve disadvantage of blacks continuously dissipated, 
by 1970 only 1.2 years of schooling separated black and white »ales at 
^ thm time of their initial labor force experience. 

The story conveyed by niminal years of schooling is reinforced by 
data cm scl^l quality. The current* and often valid, criciciss of the 
quality of cont^nporary black education aakes us forget that the his'- 
torical situation was vuch i^rse. The data on nosdnal characteristics 
of schools tells a clear story of a pervasive improveaent in the quality 

Table 9 

) 

. YEARS OF SCHOOL COMPLETED AT ESTIMTED TIME OF 

LASOR KABKET EMTRY 



Year of Labor Market . Entry 







Kales 






1930 


1940 


1950 


i960 


1970 




8.0 


9.9 


11.1 


11.4 


9.6 


11.1 


12.0 


' 12.6 


12.6 



Msaa Scboolisg of '^B^acks 
Mean Schooling of Whites 
Proportion of Blacks with 

less than ^ years of school 0.78 0.58 0.31 0.15 0.11 
Froj^ortion of Whites with 

IM than 9 ;aars'of school ' 0,42 0.22 0.15 0.10 0.07 



of «ciiool6 att«Qid#d by American bXacioi r«I&tiv« to those attended by 

By 1835 ^v#ry ftoutbem state had a lav prohibiting the schooling 

of eiaves and uom» m\tmk forbade instruction of fr^edi&en* Ex&ancipation 

at a tiffie \ihmsk no slave under thirty years old could legally 

iiave baan scIk)o1i^. Until smancipation> nost blacks who attended 

school yere fraeds^n in the Korth« asd they accounted for«4e&a than 

2 percent of the school age population* The effective origin of mass 

black educaticm in the South ^as during and isamediately following the 

Civil War. The Freed^an^v Bureau fiftancad construction of son^thiug 

like 4t250 schools anB the period of Congressional reconstruction, 

1867-1875^ established free public education on a significant scale as 

can be seen fros& the enrolli^t data of Table 10* 

' tor practical purposes » today's black population was schooled in 

I 

the twentieth century. The beginning of the century was concurrent 

Table 10 

BLACK SCHOOL ATTEKDAJiCE RELATED TO SCHOOL AGE 
POPULATION 1850-1960 



A. 



Number Percent of Total 



Year 


Atteadiog . 
School (000) 


Population 5-20 
Years Old 


1850 


26 


1.7 


1860 


33 


1.8 


1870 


180 


9.2 


1880 


S5e 


JZ.5 


1890 


99 V 


32.0 


1900 


1,097 


31.3 


1910 


1,071 


45.4 


1920 


2,056 


54.0 



SOm^jCE: Vftlch (1973) 
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vith dlsfrazichi««EMi$ty and quality discrapancies between black and white 
schools v«r« prob«bXy Xntrger than that at any other tlae. Whatever evi- 
deucn oae selects, the is^Iicatloii is that the. trei^ Ixx this ceotury has 

h%en toward quality. Table II cod talus four iodices of schoolioj^ 

\ 

quality: average days attended, pup.ils enrolled per ciassrooa teacher, 
eorollKent in fipirC relative to 8ecoi\d grade, aod sclu>ol coi^slctioii levels 
of public schopi tetachers. 

The change that may have beea o£ greatest importance in terws of 
lejuming acquired is the convargam:a in tha length of pcbool ttnss. In 
1920» black youths attanMled school only tvo-thirds as many days as whit^ 
studsntSu bat thsr^ ^mtm no raal black^hits diff trances in days attsndad 
by ^^^^^ Similarly t in 1920 tea^frs of blsck students had 1.75 as many 
pupils as ths average teacher tlm cotmtry. By 1954 » this difference 

t 

had bsfi^ substmtially reduced. The extraordinarily high ratio of first 
to second graders suggests that on average a black student took about 
two years to complete &he first grade in ths 1930s. Retention rates 
that average 100 percent suggest low quality educstion coupled vith in- 
flexible:: cr-aaiJtrdSi. Between 1940 and 1954 implicit r-cention mte^ in 
southern Negro schools moved toward thii national noru^ 

In 1930, 3S^ percent of black teachers had not graduated from high 
school^ and another 20 percent had less Chan tvo years of college. The 
rate of increase in average schooling of teatchers is perhaps greatest 
asiong the several attributes ws have exaii^s^ecl. In 1930) nii^e perr.ent 
of black teachers had the equivalent of a bachelor^s degree; by 1952 
the proportion had risen to 73 percent This cc^ares favorably with 
nthe 78 percimt v . Souti^m white teachers who were col lei e graduates 

s^ 

at that tiiN^ It is often difficult to link attributes of schools to 
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T«t>X« II 

CGKPASIsSs OF TWEKTIETK CEKTOKy TRENDS IN CHmCTERISTICS BETWEHK 
r&S. S£GS£G^3ID ii£<^ SCHOOLS, SOUIHEBK 'yHIt£ SCHOOLS* AKB ALL U.S. 

SjtaiooLs ' ^ 



' EnroIliBent la 

Av«rag« J&ys Attead«^ ' Pupil» Eorolli^ p«r First Eclstiv* to 





Per Pupil Ettrolled 


Cla««iroo«B 


Teacher 


Second Grade 




Hegro 


Ail 


H«gro 


All 


Hagro 


All 


Year 


Schools 


Scbools 


Schools 


Sctusols 


Schools 


Sc)k»o1s 


1899-1900 


57 


69® 


56.7 


42.5® 


1.37 


1.14* 




71 


88 


56.4 


39.9 


1.45 


1.49* 


1919-20 


80 


121 


56.0 


31.0 


1.96 


1.64 


1929-30 


97 


143 


43.7 


30.0 


2.35 


1.48 


1939-40 


126 


152 


^45.3 


29.0 


2.03 


1.29 


1949-50 


148 


158 


33.6 


27.5 


1.62 


1.20 


1^3-54 




159 


32.9 


27.9 


1.45 


1.25 



®Soutbem vhlte schools only. 



School CoBipietioc Levels of Public School Teachers in 
Segregated Southern Schools 1930-1952 



1930 



1939-40 



1949-50 



1951-52 



Percentage of 

Teachers Mm Had Negro Kegro White Kegro • White Negro 

i^otgfileted Schools School^ Schools Schools/ Schools , Schoolb Schop f^ 

* ' * 

a> Leas than two 58 30 7 14 § ^ ^ 3 

years of . 

college 

b) Four or aore 9 
years of 
collage 



35 



60 



65 



72 



73 



- 78 
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MAsiOTM of pch&ol achinvwNiiitv but this conaittttiit picture of afi»ults- 
tmom conv«rgenct in mil tbiae dlMiugioas makiui tb« case for Improvins 
qoAlity of blACk schooln plauxlblc. Host of this increase in the quality 
of bIJMsk iiclKtollng fIow*a item t\m Ki^jracioa of blackjn fro» ch« South 
(vb«r« •€fe«<&liiig qu«llty w&« low for both r«c*« relative to ths rest of 
th« co«mtry) and the inprovcnant is South«ro gchools. While a bro&d 
vimt of 20tii Ciwatury nxpmtimice leaves litti« doubt in our minds about 
tbtt aaiumcttoant in scb^ling quality for blacks* ther« iu^ however, a 
X«Siti»at« question a« to whath«r these triads have continued in the 

In f«£ional axplaii&tioiiii of the changes in vmge ratios » southern 
Xocatii?n accoimtttd for a iiigaificant part of the ris« in black va£;ei»« 
A'^ (hough migration flpva had a small^ favorable iittpact on blacks* con- 
* vargenc€ towarda the t^tii^ml norm in black-^hittg aouthem wages vas 
far mora important. Ealatlva black-vhit€i vag«£ ratios for both u^xeu 
ro«K niore rapidly in tha Souths asp^ciaiiy among tiw young. For Mies 
vith lass than, 10 y^ars of »*xj>isr snca and for wotten und^r 30 years 61d, 
ralativa black^-whita vagus incr<idas4*^ by 10 percent morts than In thti 
raat of tha country* 

Vhar^ Joaa all this I^ava Framan*s explanation of d«^cllning die- 

* \ 

.criminiivion? t^leariy, tha factors we hav* Hseationed so fsr do not *ix- 
^clude tha possibility that govimnssntal action had an ina^peisdent effect. 
Xbsivs cosuiidsrable popular 4vvid«nc« bassd on interviews with firms 
th*t thsy ara vary mich aware of lagal probleos if th«y do not hire a 
'hr«kasodabl«" proportion of blacks. Uafortunately, the scientific qual- 
ity of the evid«nc«oa this issus is in a v«ry primitive state. Ther« 
is m coiisttssus about ths spproprlat* te/t nor is data avaiiabie of 

Er!c , Oil . 
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sufficijmt scalte Aikd quality that ccmtrois for othiar pateacial factors. 
Mortto^mTt the udjiting «eiMiies on chm affects of affirmative actlcm 
yitfid ccmflicting rati^ulta^ 

Bacaasti thay do not denl with econcnay^-vide effects^ ca^ie studii^ii 
0-f EEOC aiid OFCC ittva tlm laaat usefiii in detansinlEig aggregate 

af facta ofi blaek-^i^ta iixaga ratios. In their survey of thl^ research , 
&£tli^r and B&cimsm (1977) cit@ ttm work of Andraa Seller (1974) as 
cbtt ttost iic^hliicicfiictid of thm sicro^studies of EEOC. She concluded 
thiit the eoiorcftMmt of the wage and aatploytMisit provisions of the 
1964 Civil Rights Act appears to hav€! a slight negative econoiay-wld*? 
ifiipact on relative employsant and no (or possibly a tiegatlv«^) ixnpacc: 
on relative wag^s* The OFCC studies are of quentiooable us^e bi^cause 
they deal only with relative essployment effects aad contain no infor-- 
maticm on relative wage effects. Butler and Becksoan conclude that 
the evidence suggests small but positive abort- and long-run effects 
oti esBployment^ but possible negative effi^cte mi relative occupational 
position*'" ^' 

m 

The moat important stu4y arguing for an important government 
role was conducted by Free^n (1973) » With tii3^-series data from 
1947--1971» Freeman regressed the black-^vhite incciae ratios on a time 
trend » deviations frofii GHP as a proxy for cyclic variation, relative 
education of blacks t. and a variable aeasurins cumlative EEOC expendi* 
tarea« tK^ latter variable vaa used as an index of federal antidis- 

criidxi^ticm ptograi&s and had a statistically significant positive 

"« 

'^Anotber class of atiidies has concentrated on studying the actual 
s^chanivs o£ <mforciMdae b^ the tuo agencies The s^chanics include 
funding and staffing levala» and length of tiaa of litigation. The 
hard a£d a^t^cdotaX evidanee malcea one very akeptical that these agencies 
have had aaich iaq;>act« Sea Vallaca C197S) . 
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coefficient. On tht hwmts of this evidence ^ Freeman concluded th^t 
af fim^tive action pressures h&d sihif ted the time-*series pattern of 
relative v«ses tovajrd blacks. ^ 

The ability of limited tis^-serieu data to detect the effect of 
affinitive action and aore ij^>ortantly to discriminate among alter- 
native l^pothenes iii; questionable. There was a dramatic Increase be- 
tveen 1965 and 1966 in black-vhite ratios, which is often used as 
evidence that the civil rights \q.vu that just preceded this increase 
were a factor in aceounting for the recent improvement in the earnings 
of blacks. Variables that also change rapidly during the same period^ 
such as FreeiBan*s cumilative ES£K1 expenditure series — will undoubtedly 
capture the sharp break at this time in the time series pattern. How- 
ever, year-to-year changes in thia series are often quite irregular • 
For example, there are two other points (1951-1952 and 1958-1959) whepe 
the Increase in the black-white ratid is almost as large as the 1965- 
1966 change* In these years there was, of course, no comparable 
legislation* Mor^ver, if the time series data is decomposed into 
regions of the country the only sharp break in the series occurs in the 
South in the late fifties. While Southerners could be credited with 
clairvoyance in anticipating future legislative action, the data may 
be tailing a different story. I v 

In our previous research (Smith and Welch, 1977) we attempted to 
test the influence of government on the rise in black-white wage 
ratios. We argued there that the implied threat of pressures on 
government contractors for affirmative action gave us our best chance 
to observe the effects of this legislation. Our method was an indirect 
on«— to focus CO' workers most susceptible to governgient influence. We 
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idaatiCled worimrs by the degre* of their contact with the govjarmaent-- 
direct govemttisat ^smpioyees^ workers in iadustrle^ regulated by the 
govemoent, aad those in indu8trie« that tell a Urgt part of thelir 
product to the gov^nusent. If affirmative action wai> an iiaportant 
causal factor* its impact shoul^'liave been strongest on^employment 
and vage trends in these xndustries. Our empirical reBsarch indicated, 
however, that for males the largest gains in black-white ratios 
occurred in those Industries least vulnerable to fcdeial or local 
government influence— i.e. , the private sector. We concluded on the 
basis of our Census study that the aggregate effects of af firaative 
action since the 19G0s was probably siaall. 

Wp are not sufficiently comfortable with even our study ta laake 
any definitive assessment on the role of its 1960's civil rights legis- 
lation. We do feel that Freeman exaggerates their importance and tlie 
uniqueness of this period relative to the other factors we mentioned 
above. Yet, there are a number of patterns in the data that are sug- 
gestive about the effects of this legislation. For exaiapie, by Btttirxg 
eoployoent quotas by race, the largest benefits should accrue to blacks 
where they are most scarce — i.e. in skilled occupations. The no re 
rapid iisp\bveaent for black college graduates is certainly consistent 
with thi^. Distributional impacts within the black population may be 
important even if aggregate effects of black-white wages are not. 
Howfiverp a good deal more methodological and empirical research is neces- 
sary before one accepts even a toned-down version of Freeman* h view. 

Freeman next turns hi& attention to college educated women. In- 
come returns i^rom college have ersditienai"' been lowar for women 
than nea and fewer women attended college. But in recent years there 



-51- 



have been significant^ changes? in the labor inark^^t for votni-ni* The 
secular growth in labor force participation rates for marricid women 
accelerated duting the last fifteen years, Whzie the overall wage 
position for women has not chimged substantially, Freeiaan notes 
moderate improvement in the economic status of college women relative 
Co men. In particular, college women have entered traditionally rnale 
dominated occupations and received wages in these occupations com- 
parable to those of men. Moreover^ the wages of college educated 
women t!ld not decline as much ae those of men in the depressed market 

college enrol Injeats of women increased, A counterbalancing 
force to these trends is the expected decline of the teaching profes-- 
8 ion — a traditional stronghold for female employment. 

Freeman citeb four factors that may have altered the job ii;arket 
for women in the 1960s: 

1* The civil rights laws and executive T^rders mentioned earlier 
also prohibited disclrimination on the basis of sex. 

2. The growth during this period of the woman ^ » movement . 

3. The substantial decline in the birth rate during the 1960b 
lessened L ie faiuily responsibilities of these women and made it 
easier for them to work. 

^ Traditional attitudes towards sex roles have been changed, 

perhaps as a result of the first two factors. 

*'Whiie a detailed study of changes in various professions 
and degree pro^rajLOs is needed to pin duwn Lhif' locus and 
cause of these changes in the returns to female investments 
in college, it seems plausible that the overall gains are 
due to the improved market for col Inge women resulting from 
the activity, of the womau^s liberatiim movement and federal 
affirmative action.'' 
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Vtt frankly find thl« to b€ the veak€st chapter in the book. 
Ifritii&g a popularised version of one^m research is a legitimate and 
usefyi bu3iB«ik» as icag an tlwrc -ii^ ^ body of good n^tiearch under- 
Xyisig it* ^vx thijs CQM^^ we know of no res^sarch by Fretsman (or in 
fact by other econocsitt4i) that supports hia specul^t ionti about the 
feMAle labor market, '^.e growth In female labor force participation 
has bean proceeding throughout th<^ tvi^ntieth century and long pre- 
dattf^i th^ political %^oiaan*a saoveiMsat in the 1960s* Frei^man*s speculations 
are good for th^' aoul and ea^y on the intellect, but this chapter 
does a disservice to the stimulating and serious research ccntributiona 
he »akes in the earlier chapters. His book would have been stronger 
if the temptation to include the chapter on worsen had been resir.ted. 



COKCLUSION 




In this review^ we have ottered s critical assessment of Kichard 
Ifreeaian's inti^iguing and challenging book Th^ OveredUi^U'd A'^^rr: Jon, 
The basic thesis of his work is that college trained xaanpcwer is in a 
state of serious over-supply and is likely to rt^csain so tqr many years 
to cose. As part of our review^ we have reexamined the wage and employ- 
went data for the 1970s. These data are clearly telling a fascinating 
story of adjustments to large entering cohorts . But to us it is a 
story of as:^ overcrowded new entrant and not an overeducated American. 
The absence of atiy reduction in the lative wages of more e>cperienced 
college workers during this decade represents a serious challenge to 
Preiaaan*s hypothesis* If their wages dc not decline in the next fivii 
years, and if tht. wages of new entrant college gra4uates of the 1970s 
racovar tSK^st of their initial setbacks* then concerns oyer the im^^ending • 
' d«at;b of tha coil^^ge diploara should themselves be laid to rest. 
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